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ESTGROWTH PETROLEUMS LTD. 


To the Shareholders: 


On behalf of your new Board of Directors and as the new 
President, it is my privilege to report to you on Freehold’s ac- 
tivities during 1978 and those anticipated or already completed 
for 1979. 


In spite of the cutback in gas purchases by TransCanada 
PipeLines from the Company’s Retlaw field in southern Alberta, 
and the lack of new exploration or development activity, rev- 
enues totalled $246,741 compared to $330,082 the previous 
year. Net earnings declined from $80,761 in 1977 to $35,802, or 
from $ .03 per share to $ .013 per share respectively. 


Beginning in December 1978, a proposal to reorganize Freehold 
by effecting new capital and new exploration-oriented manage- 
ment was initiated by Gordon Resources Ltd. This move to 
revitalize the Company was completed February 1, 1979 and 
resulted in the following: 


1) The injection of $1,000,000 of new equity into the Company 
through the sale of 100,000 Convertible Preferred Shares. 


2) The installation of the following new Officers and Directors in 
the Company: 


President & Director (formerly 
Canadian Division Manager of 
Wainoco Oil & Gas Ltd.) 


Director (Chairman of the Board 
of Gordon Resources Limited, 
Toronto) 


Eric C. Gronberg 


L. Lamont Gordon 


Allan R. Twa Secretary & Director (Attorney 
and Partner; Burnet, Duckworth 


& Palmer, Calgary) 


Director (Retired President of 
The Baystate Corp., Lincoln, 
Mass.) 


Richard Wengren 


Harold M. Wright Director (Chairman of the Board 
of Wright Engineers Limited, 


Vancouver) 


Vice President Exploration 
(formerly Chief Geologist of 
Wainoco Oil & Gas Ltd.) 


Treasurer (Executive Secretary 
of Westgrowth Petroleums Ltd.) 


J. Lesiie Watson 


Magdalena E. Robutka 


3) The acquisition of 853,251 common shares or 49.6% of 
Westgrowth Investments Limited, which in turn control 33.2% 
of Westgrowth Petroleums Ltd. (N.P.L.). 


4) The change in name from Freehold Gas & Oil Ltd., to 
Westgrowth Petroleums Ltd. (N.P.L.). 


5) The signing of a Joint Venture Agreement between 
Westgrowth Petroleums Ltd. and The Resource Service 
Group Ltd., whereby a minimum of $2,000,000 has been 
committed over the next two years for exploration and 
development and J. M. S. Lecky, Chairman of The Resource 
Service Group Ltd., will join Westgrowth’s Board of Directors. 


6) The initiation of a Canadian Drilling Fund which should result 
in an additional $2,000,000 - $4,000,000 being available in 


1979 for Westgrowth’s exploration effort. 


— 


All of the foregoing events signal a new era for your Company. 
During the first quarter of 1979 Westgrowth has already 
acquired an interest in 12,944 acres of land, and committed to 
participate in several wells in Alberta and British Columbia. The 
combination of the monies provided by The Resource Service 
Group and the proposed Canadian Drilling Fund should enable 
participation in some 20 - 25 wells of the low to medium risk 
variety. 


In addition, considerable effort will be spent to improve upon the 
declining cash flow situation from the Company’s Retlaw 
property as well as maximizing the undeveloped potential for 
additional oil and gas reserves. 


To conclude, 1979 promises to be a year of exciting new 
developments for Westgrowth, and | look forward to the impact 
these events will have on your Company. 


On behalf of the Board of Directors, 
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E. C. Gronberg 
President 


Balance Sheet 
as at December 31, 1978 
Westgrowth Petroleums Ltd. (N.P.L.) (Note 1) 


Pro-forma 
Assets 1978 1978 1977 
(note 6) 
Current Assets © 
Cash Soe 2.4.6 oe Sac dainbaet GE ne cae reer te nee er ete yd ee $1,013,966 $259,967 $207,307 
Accounts receivable aces 2isi0 Sacodestie ae baka terete astern ais, one akees 84,773 84,772 102,196 
DEPOSITS) italien Ski csrans a oa as eget Res or MR ee eRe toes ae sha 15,526 15,526 15,526 
1,114,265 360,265 325,029 
Investment, at cost (note 3) ...-. 25.5. ec eet eee ee ee eens 55,750 55,750 55,750 
Investment in Westgrowth Investments Limited .................. 175,000 — mo 
Fixed Assets i 
Petroleum and natural gas leases and rights together 
with development and equipment thereon, at cost 
Producing) «fois 6 tnd3 oot toa ee ect esa eae Ree bce ee hae 539,501 539,501 539,501 
Accumulated depletion and depreciation.....................005 279,460 279,460 261,424 
260,041 260,041 278,077 
Non-producing':: 93.2207 2055) 284 0e GMB G Enna nnn sho feats 57,994 57,994 57,994 
318,035 318,035 336,071 
$1,663,050 $734,050 $716,850 
Pro-forma 
Liabilities 1978 1978 1977 
(note 6) 
Current Liabilities 
ACCOUNTS Payables)... ud s.c.s joao dae entene-nais Dero Serene oe $ 94073 $ 94073 $ 80,571 
Bank production; loan, secured) j56..c-hat ic etecie ae arte acme ena 18,000 18,000 — 
112,073 112,073 80,571 
Bank Production: Loan’). 3 i.ic5. bos codec ak Oat nea eEIee — — 58,800 
Deferred Production Revenue ...................000ccceeee eee eee 8,696 8,696 _ 
Shareholders’ Equity 
Capital Stock 
Authorized 
Balance sheet 
5,000,000 common shares of no par value 
Pro-forma balance sheet 
10,000,000 common shares of no par value 
126,500 cumulative, redeemable, convertible, preferred shares 
of $10 each par value having an annual dividend rate of $1 per share 
Issued 
Balance sheet 
2,669,008 common, shares). ac a2. take cict onesie hike be Ore 1,768,722 1,764,722 1,764,722 
Pro-forma balance sheet 
126;500 preferted:shares 41.2 padaurieen bere oe sean atone amet tae 1,265,006 — — 
Dotlelttsy u3:. 5.5.5 ecm acscauisee chee CeO E Se BSE oe Decor ok (1,201,441) (1,151,441) (1,187,243) 
1,832,281 613,281 577,479 
Less Westgrowth Petroleums’ interest in its shares 
held by Westgrowth Investments (note 6) (290,000) — — 
— 1,542,281 613,281 577,479 
Approved by the Board _ Director $1,663,050 $ 734,050 $ 716,850 


ee 
Director Mei ke 


Statement of Earnings and Deficit 
Year ended December 31, 1978 
Westgrowth Petroleums Ltd. (N.P.L.) (Note 1) 


SE a GES LOIRE ES ES OTE ES EE TER EE EI LEE TE LT CET EE NE GLE SESE E LTE IEP OE TERS LITLE EE TEI BS EDGE LE IIOP ILE PEI ELLE EC TNE ES EES PNG EEE Vo GS TENET 


Revenue 1978 1977 
MOEA CLOASTINe UE hie oer Sas AA Aaa) Se Ge WE Ad cdendntwe cima vale ees Bas oa $ 229,764 $ 322,256 
MIOISAlCTON HXEGPASSCLS yy eine ee eee ake becuivcnse teers seek Mee ede —_ 1,155 
PGES ANC EOUICI meat ear el ete een) sper erred ap erhot iGoic ms due apalave eho ode om was 16,977 6,671 

246,741 330,082 

Expenses 
Pe EWICIG HG Nl emer eue tt tave te ePaper A MEP Leb a. Seth Ee ak Sie ha Bs deh ial Bgl GR' oe oa 74,332 84,654 
PRA SOMES Te hinted ty eLeC eS AE HIP peE E c y a ctiapcde robe beua dl & hie sidvebealo’wiendes audiaralc. a 20,445 27,756 
SOO GIGA ME ei at Bien 4 oe etic Asai cite sBs fe? eho: Bg 4p 4 eee Ca RE REE Sea ey Ee tie Le a 7,996 8,566 
Real G ACIMIMIStTAlVe stents alta a ng uae eie eh thal do csts ETE Pe dete ath bk Gee dels 108,752 87,432 
CIRM WS 58 Bo ati omci & Mice beac bE & © m0) b 8 iS Speen oR nes ORE en at ra 15,989 41,906 
DDSceC Well 4.5 cathademune bie mash atic bb bdre bo. 2 36 ocean oie ee cn Ole ana Te  neeae a 2,047 2,288 
TIREI@G sok faa ar bobs camer racic te: Bbc eco 0 Bn RARE Ae ORO ke ear, 4,083 8,299 
PTO MEODROPONIES# a -t-1a- ton acd aE RRA Ebel oie ua cs chops wis coihsh aa iG wicsie efatepane a k%, & dst oye — 18,000 

233,644 278,901 

Earnings Before Income Taxes and Extraordinary Item.................... 0... c cece eee 13,097 51,181 

Income Taxes 
RETO OC ME ee eet hai RN EE ee RM OMENS avian aikbie sid) ckabamaaieata kis Lo Back Bae & 24,360 36,286 
PN DETCEROVEItY MaxXt GlEGiU rrr cre am erilseranacetwie ds 4 Mla 344 <acn ts syle eet ts tet ein eie da carats (22,705) (29,580) 

1,655 6,706 

MBC SEOTOLOxGONOMIALY HON 22 fais) cayenne Yaak ess d men's ee tix wise de bise st ekula dete e 11,442 44,475 

Extraordinary Item 
Recovery of deferred) income. taxes) (MOte.4)).cb)50c da ice cece cots ote ccs Gr sbeecteneweeces 24,360 36,286 

[EN LETTING IS 4 gh Soi IMS eg Sete Lies Je bore Wcltne epic Ge Bim Riaer Rear eto eink area aoe ete a oa 35,802 80,761 
ere CTaeCAINNT OU OAL. 12. Ghee ner rr heen ice ee og il ela pinie vin Gh Leh e ne Wise ool ka da diele wis 1,187,243 1,268,004 

BOMCINaLI EMG OY CAN acre tence ec year Pate ee esi f tare iets ete aie Acyclic hue & o: 5 slap ieee eats $1,151,441 $1,187,243 

Per Share 
Earnings betore extraordinary item siya ticle eects lee ietteblee eis xerer aro a sue Sell iaeis) Ho) slates jeans is $ .005 $ .02 
NGIECAUMMNG SEE Gk a Sort tp ers 9G a eee eats yee eek ye nic GENS, ale seas trorey 4 sfepicald Joc $ .013 $ .03 

Statement of Changes in Financial Position 

Year ended December 31, 1978 

Wesigrowth Petroleums Ltd. (N.P.L.) (Note 1) 

Working Capital Derived From 
Operations 1978 1977 

Earmings: betone extraordinary 10M) .t sesh oars edcacst retried Oa cadateisaeie le Somber) hollow euscrie $ 11,442 $ 44,475 

ReaaNs TPO TOCULUNITIE WOKING CADMAL Ge hii8 LA. Bre diglecedsth slik ana taal cd alahee aly falewrel GAS Gpehele/ bith ap ah 42,396 97,326 

53,838 141,801 

POCOGUSONI SAIC OT HIXCGASSCIS rere cs tit cera bed karat <sctel chemin tecthy ww http Per -catocdsiats Seo) shape erelauaieioas vse: « — 16,552 
Prarenread NGUUCHON FOVONUO sc bie eee et Lb aid orga eoe.b red datpeimneieyedplnle Aalsee Owe Rae ets 8,696 —_ 

62,534 158,353 

Working Capital Applied To 
Macauenon /Of bank DrOGuCHOM (OAM ao. bi5205% a. raat veoh nde celia bts alarsie ee ORE 58,800 40,800 
PURGETOL ZENS ae S Be aialcar oe » 0 i ha aac ke ME SU tae ete Cot eM SUR eC Cy en Se Ae _— 553 

58,800 41,353 

PRERORADAN LOVOHMITS COENEN 2 foe. Ed Peed corks dichkn wb n 2a a nls malacie aes fewer s ale web awe 3,734 117,000 

Pree Dny ott DOGINNMOIGL YOON vain 21 6 headsets rmx geesin eyela vce abs gene nds eey hed 244,458 127,458 

OC ET SS BS (Ca Reg ee $248,192 $244,458 


Notes to Financial Statements 
Year ended December 31, 1978 
Westgrowth Petroleums Ltd. (N.P.L.) (Note 1) 


1. Change of Name 
The company changed its name to Westgrowth Petroleums Ltd. 
(N.P.L.) from Freehold Gas and Oil Ltd. on January 12, 1979. 


2. Accounting Policies 
a) Oil and Gas Properties 

Exploration expenses and carrying charges of both. producing 
and non-producing properties are charged to earnings as incurred. 
Lease acquisition costs are capitalized and are charged to earnings if 
the lease is subsequently surrendered. The cost of drilling a productive 
well is capitalized and the cost of an unproductive well is charged to 
earnings when determined to be dry. The costs of producing leases and 
the costs of drilling producing wells are amortized using the unit of 
production method based upon estimated recoverable quantities of oil 
and gas. Depreciation of production equipment, applied on the declining 
balance method, is based upon its estimated service life. 


b) Income Taxes 

The company follows the tax allocation method of accounting 
under which the income tax provision is based on the earnings reported 
in the accounts. Under this method, the company provides for deferred 
income taxes to the extent that income taxes otherwise payable are 
eliminated by claiming capital cost allowances and exploration and 
development costs in excess of the depreciation and depletion pro- 
visions reflected in its accounts. 


3. Investment 
The investment in Mid-Can Exploration Ltd. represents approxi- 
mately 13% of the outstanding shares of that company. 


4. Income Taxes 

As at December 31, 1978, the company had loss carry-forwards, 
exploration and development costs and capital cost allowances avail- 
able for deduction against future taxable income as follows (all subject to 
final determination by taxation authorities): 


Loss carry-forwards (expire in 


varying amounts beginning in 1979) $ 40,000 
Exploration and development costs 833,000 
Undepreciated capital cost - 55,000 


5. Executive Remuneration 
Included in general and administrative expense is directors’ and 
senior officers’ remuneration of $36,000. 


6. Subsequent Events 
Subsequent to December 31, 1978, the company completed the 
following transactions: 


a) increased its authorized capital stock to 10,000,000 shares of no 
par value and 126,500 cumulative, redeemable, convertible preferred 
shares of $10 each par value having an annual dividend rate of $1 per 
share; 


b) issued 100,000 preferred shares at par for $1,000,000 cash and 
paid a commission of $50,000 in respect thereof; 


c) issued, for an aggregate price of $4,000, warrants to purchase 
common shares as follows: 


i) 200,000 shares at $ .50 per share expiring December 31, 
1981, 


ii) 200,000 shares at a price of $ .50 per share in 1979, increas- 
ing by $ .10 per share for each year subsequent to 1979, 
expiring December 31, 1983; 


d) purchased 853,251 common shares (49.6% of the outstanding 
shares) of Westgrowth Investments Limited, a public company having 
principal assets of 884,922 common shares (33.2%) of Westgrowth 
Petroleums and Frontier Mud Logging (a division engaged in the supply 
of services to the petroleum industry), for a consideration of $200,000 
cash and 26,500 preferred shares of Westgrowth Petroleums. 


Because of the materiality of the above transactions and to pro- 
vide shareholders with an understanding of the financial position of the 
company subsequent to the completion thereof, a pro-forma balance 
sheet giving effect to the transactions as at December 31, 1978 has 
been included in the financial statements. 


Since Westgrowth Investments Limited owns 33.2% of the out- 
standing common shares of Westgrowth Petroleums, Westgrowth Pet- 
troleums, (through its investment in Westgrowth), has a 16.5% pro rata 
interest in its own shares. The investment in Westgrowth and sharehol- 
ders’ equity in the pro-forma balance sheet have therefore been reduced 
by the allocated portion of the cost of the investment in Westgrowth 
relating thereto. 


Auditors’ Report 


To the Shareholders of 
Westgrowth Petroleums Ltd. (N.P.L.) (Note 1) 


We have examined the balance sheet and the pro-forma balance 
sheet of Westgrowth Petroleums Ltd. (N.P.L.) as at December 31, 1978 
and the statements of earnings and deficit and changes in financial 
position for the year then ended. Our examination was made in accor- 
dance with generally accepted auditing standards, and accordingly in- 
cluded such tests and other procedures as we considered necessary in 
the circumstances. 


In our opinion, these financial statements present fairly the finan- 
cial position of the company as at December 31, 1978 and the results of 
its operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


In our opinion also, the pro-forma balance sheet presents fairly 
the financial position of the company as at December 31, 1978 after 
giving effect, as at that date, to the transactions as outlined in note 6 to 
the financial statements. 


Thorne Riddell & Co. 
Chartered Accountants 


Calgary, Canada 
March 9, 1979 
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